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Summary of financial position '000 '000

Total assets    176,699,692        166,191,380

Total liabilities    196,816,363  170,761,977

Equity   (20,116,671) (4,570,597)

The decreased revenue for the year is majorly as a result of cumulative tariff shortfalls (2015-2019)
awarded to the Company by the Nigerian Electricity Regulatory Commission (NERC) in 2019 of N164.91
billion as against shortfall of N51.5 billion recognised for the current year. See Note 6(a)(i) to these
financial statements.

Dividend

No dividend has been recommended by the directors during the year (2019: Nil).

The directors have continued with certain initiatives aimed at improving the financial position and
operations of the Company. These include:

Access to the Central Bank of Nigeria (CBN) Nigerian Electricity Market Stabilisation Fund (NEMSF)
amounting to 27 billion. The Company first accessed the CBN fund in 2018 when it drew down
N23.72 billion which was used to settle a portion of the market debt and a further drawdown of
N1.08 billion in 2019 from the fund was utilised in settling legacy gas debts. No amount was drawn
down from this loan in the current year.

Subsidies for tariff shortfalls: In prior year, NERC awarded the Company an accumulated tariff
shortfall for 2015 to 2018 of 102.22 billion, tariff shortfall for 2019 of 62.69 billion and a
projected tariff shortfall for 2020 of 57.27 billion. The Company recognised an amount of 51.5
billion as the tariff shortfall for the current year based on the approved parameters by NERC. The
shortfalls have been settled via a net off of NBET payables.

On 11 March 2020, the World Health Organization declared the coronavirus (COVID – 19) outbreak a
pandemic and most governments have taken restrictive measures to contain its further spread by
introducing lockdowns, closures of borders and travel restrictions which has affected the free movement
of people and goods. The Nigerian Centre for Disease Control (NCDC) has confirmed COVID -19 cases in
Nigeria and this resulted in lock down in certain states. The pandemic caused a significant reduction in
social interactions, disruption in economic activities while some public facilities were shut down in a bid to
reduce the spread of the virus. However, as part of the country’s essential commercial service providers,
electricity distribution companies were exempted from the lockdown and the Company continued to
operate with all mitigation measures in place during the lock down period. The Company invoked a COVID-
19 emergency response action plan and policies, and procedures were implemented to ensure the health
and safety of its personnel, mitigate infection risks and ensure distribution operational continuity. The
outbreak caused a protracted fall in demand for energy and a slowdown in collections during the initial
period.

Heightened dialogue was held with all stakeholders; NERC, NBET, MO, CBN, Banks, Lenders and relevant
Ministries to closely evaluate the evolution of the situation. Government also voiced commitment to
support the energy sector during the crisis as an essential service.

In addition, to respond to a severe downside scenario, management was able to take the following
mitigating actions to reduce costs, optimise the Company’s collections and preserve liquidity:

reducing non-essential capital expenditure and deferring or cancelling discretionary spend;
freezing non-essential recruitment; and
reducing marketing spend.
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Board in exercising its authority in relation to the finance related function. In addition, the Committee
makes recommendations to the Board concerning the revenue requirement of the Company as well as
reviews of the Company’s investment plans and financial performance. The Finance Committee had 4
meetings (2019: 4 meetings) during the year under review.

3. Executive committee

The members of the Executive committee are as follows:

Members Designation

Mr. Siyanga Malumo Chairman

Alex Okoh Member

Ahmad Maiyaki Member

Ernest Mupwaya Member

Olajumoke Delano Secretary

The responsibilities of the Executive Committee include supervising executive and operational
management in-between Board meetings, implementing policy recommendations of the Board, agreeing
the terms of and release of Company announcements, approving the agenda for Board meetings and fixing
the time and place for such meetings, acting on behalf of the Board during times of exigency, approving
annual meeting programs for the Board and its Committees, acting as a communication link between
Board and Management and to oversee developmental plans and strategies. The Executive Committee had
6 meetings (2019: 5 meetings) during the year under review.

4. Risk management and health safety & environment

The composition of the Health Safety & Environment Committee is as follows:

Members Designation

Alex Okoh Chairman

Siyanga Malumo Member

Ernest Mupwaya Member

Olajumoke Delano Secretary

The risk management and health safety & environment Committee is responsible for updating the
Company on current issues in health and safety in the electricity sector as well as ensuring that the
Company maintains strict compliance with regulatory and other relevant Health and Safety Codes. The
RM/HSE Committee also ensures that the identification and management of all relevant risks are
incorporated into the overall business strategy of the Company. The Risk Management, Health Safety and
Environment Committee held 4 meetings (2019: 4 meetings) during the year.

5. Governance, remuneration, and nominations committee

The composition of the Governance, remuneration & nominations Committee is as follows:

Members Designation

Alhaji Ahmed S. Maiyaki Chairman

Alex Okoh Member

Emmanuel Katepa Member

Ernest Mupwaya               Member

Olajumoke Delano Secretary
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The responsibilities of the Governance, Remuneration and Employee Development Committee include
reviewing the contract terms, remuneration and other benefits of the Executive Directors and Senior
Management of the Company, Board nomination and training, making recommendations to the Board on
the Company's framework of employee remuneration and its cost, operating the Company's long-term
incentive plans and reviewing the Company's performance management system.

The leadership team and the General Manager, Human Resources may be invited to attend meetings of
the Committee, but do not take part in any decision making directly affecting their own remuneration. The
Committee undertakes an external and independent review of remuneration levels on a periodic basis and
ensure that employment policies are strictly adhered to. The Governance, Remuneration, and
Nominations Committee had 4 meetings (2019: 6 meetings) during the year.

Restructured Board Committees and Membership

On 25 November 2020, the existing Board committees were restructured. The new Board committees and
their membership is shown below:

Committees Membership

1. Audit and Risk committee Alex Okoh (Chairman)
Dr. George Nwangwu
Engr. Joseph Makoju
Mr. Faruk Aliyu

2. Governance, Remuneration and Nomination Committee Dr. George Nwangwu (Chairman)
Dr. Olubunmi Peters
Engr. Joseph Makoju
Mr. Faruk Aliyu

3. Finance and General-Purpose Committee Dr. George Nwangwu (Chairman)
Dr. Olubunmi Peters
Dr. Ernest Mupwaya
Engr. Joseph Makoju

4. Technical and Commercial Committee Engr. Joseph Makoju (Chairman)
Dr. Olubunmi Peters
Mr. Alex Okoh
Dr. Ernest Mupwaya
Mr. Faruk Aliyu

Leadership team

The Board has delegated the day-to-day running of the Company to the leadership team of the Company
headed by the Managing Director. During the year, there were changes to the leadership team. The
leadership team comprises:

Names

Ernest Mupwaya – Managing Director/CCE
Abimbola Odubiyi* – Director, Corporate Services
Olajumoke Delano- Company Secretary/Director Legal Services
Clara Musama- Coordinator, Change Management
Samuel Kyakilika – Chief Information Officer
Saidu Abdullahi- Chief Operating Officer
Ije Ikoku Okeke – Chief Financial Officer
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Collins Chabuka – Chief Risk Officer
George Nguni – Technical & Strategic Adviser-MD/CCE/Chief Project Officer
Gabriel Ojo – Ag. Chief Internal Auditor

Appointments in November 2020
Olubunmi Peters – Executive Vice Chairman/CEO
Mr. Faruk Aliyu – Executive Director, Corporate Services
Oluyemisi Dansu- Company Secretary

*Resigned on 31 October 2020.

Material agreements

The Company has entered into the following material agreements:

1. Loan agreements with NELMCO and TCN

In a bid to raise required cash to collateralize a letter of credit in favour of NBET, the Company
entered into loan agreements with the Nigeria Electricity Liability Management Company
(NELMCO) and the Transmission Company of Nigeria (TCN) for funds amounting to 6.50 billion
and 1.21 billion from TCN and NELMCO respectively to establish the letter of credit required for
participation in the Transitional Electricity Market (TEM). Under TEM, all the Company's trading
arrangements will be consummated through the Power Purchase Agreements, and Vesting
Contracts.

2. Nigerian Electricity Stabilization Facility Disbursement agreement with CBN and NERC

As part of the initiatives to solve the liquidity problem in the Nigerian Electricity Supply Industry
(NESI), the Federal Government established the Nigerian Electricity Market Stabilization Facility
(NEMSF) aimed at settling the outstanding payment obligations due to the Market Participants and
the legacy gas debts due to NELMCO. The Company entered into an agreement with the Central
Bank of Nigeria (CBN) and the Nigerian Electricity Regulatory Commission (NERC), as at 31
December 2020, a total of 24.80 billion had been draw down on this facility (2019: 24.80
billion). See Note 23(b).

3. Super vendor agreement

As part of the measures to make vending platforms more readily available to prepaid customers,
the Company entered into separate agreements with Kallak Power Limited (Kallak), United Bank
for Africa Plc and Pagatech. Under the agreements, the super vendors are to provide electronic
platforms and web-based applications to enable customers vend electricity online paying with
credit or debit cards. These super vendors earn a commission of between 0.5% and 4.25% of sales
depending on the mode of transaction.
Management intends to continue to enter into this type of arrangements with quality partners to
improve its collection rates.

4. Operations and management (O&M) agreement with related parties

The Company has Operations and Management (O & M) agreement with the parent company,
KANN Utility Company Limited for the provision of management services which include corporate
services (strategy sitting and change management), risk and compliance services, network
planning and operations and capacity building. See Note 29((e)) to the financial statements.
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Distribution
Land Building network assets

₦'000 ₦'000 ₦'000
31 December 2019

 Cost        11,702,055 4,719,767 16,421,822
 Accumulated depreciation                      - (1,235,030) (1,235,030)

----------------- ---------------- ------------------
Net book value        11,702,055 3,484,737 15,186,792

========= ======== =========

14 Intangible assets Computer Customer
software management
licenses system Total
₦'000 ₦'000 ₦'000

Cost
 Balance as at 1 January 2019             215,235          1,013,315             1,228,550
 Additions                      -                        -                       -
 Disposal                      -                        -                        -

----------------- ---------------- -----------------
Balance as at 31 December 2019             215,235       1,013,315            1,228,550

----------------- ---------------- -----------------

 Balance as at 1 January 2020             215,235          1,013,315             1,228,550
 Additions               37,597                      - 37,597
 Disposal                         -

------------- ---------------- ----------------
Balance as at 31 December 2020             252,832 1,013,315 1,266,147

------------- ---------------- ----------------
Accumulated amortisation

 Balance as at 1 January 2019             188,596 - 188,596
 Charge for the year               18,288 101,332 119,620
 Disposal - - -

------------- ------------- -------------
Balance as at 31 December 2019             206,884 101,332 308,216

------------- ------------- -------------
 Balance as at 1 January 2020             206,884 101,332 308,216
 Charge for the year                 7,711 101,332 109,043
 Disposal                       -

------------- ------------- -------------
Balance as at 31 December 2020 214,595 202,664 417,259

------------- ------------- -------------

 Net Book Value

As at 31 December 2020               38,237             810,651                848,888
====== ======= =======

 As at 31 December 2019                 8,351             911,983                920,334
===== ======= =======

Amortisation of intangible assets is included as part of administrative expenses (Note 7).
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31.2.1 Credit risk
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial
instrument fails to meet its contractual obligations and arises principally from the Company’s
receivables from customers and government related entities as well as cash and bank balances.

The carrying amount of financial assets represents the maximum credit exposure. The maximum
exposure to credit risk at the reporting date was:

Notes 2020 2019
'000 '000

Trade and other receivables* 16 117,655,180 111,914,921
Cash and cash equivalents 18 19,295,476 10,554,050

------------------- --------------------
136,950,656 122,468,971
========== ==========

* Carrying amount of the trade and other receivable does not include advance payment to vendors.

Impairment losses on financial assets recognised in profit or loss were as follows:
2020 2019
'000 '000

Impairment loss on trade receivables     5,393,588 21,882,536
Impairment loss on other receivables - 55,143

--------------- ------------------
5,393,588 21,937,679
======== =========

Trade and other receivables
The Company’s exposure to credit risk is influenced mainly by the individual characteristics of each
customer. However, management also considers the factors that may influence the credit risk of its
customer base. The Company has a large customer base within its licensed area of supply thereby
reducing its concentration of credit risk. To further mitigate credit risk, the Company is continually
increasing the share of prepaid customers in its portfolio. The Company's exposure to credit risk is
influenced by the characteristics of each category of customers.
In monitoring credit risk, customers are grouped according to common credit risk characteristics –
geographic region, metering status and volume of consumption. No security is provided for the electricity
supplied though the Company retains the right to disconnect nonpaying customers to enforce
collections.

The Company does not require collateral in respect of trade and other receivables. The company does
not have trade receivable for which no loss allowance is recognised because of collateral.

Expected credit loss assessment for customers
The Company uses an allowance matrix to measure the expected credit losses (ECLs) of trade receivables
from customers. Loss rates are based on actual credit loss experience over the past three years. These
rates are multiplied by scalar factors to reflect differences between economic conditions during the
period over which the historical data has been collected, current conditions and the Company’s view of
economic conditions over the expected lives of the receivables. Scalar factors are based on actual and
forecast gross domestic product rates.

Loss rates are calculated separately for exposures in different segments based on the following common
credit risk characteristics – geographic region, metering status and volume of consumption.
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Impairment on cash and cash equivalents has been measured on a 12-month expected loss basis and
reflects the short maturities of the exposures. The Company considers that its cash and cash equivalents
have low credit risk based on the external credit ratings of the counterparties.

Employee receivables

The Company advances funds to employees for operational activities. To mitigate credit risk, the
Company monitors the progress of such activities which have been funded.

Receivables above three months are fully impaired. The impairment charge amounted to nil (2019:
55.14million).

Letter of credit

The Company has letter of credit facility of 10.5 billion obtained from United Bank of Africa. A cash
collateral of 9.29 billion was deposited with the bank. The Company considers that the letter of credit
has low credit risk based on the external credit ratings of the counterparty.

31.2.2 Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated
with its financial liabilities that are settled by delivering cash or another financial asset. Management's
approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient cash to

meet its liabilities when due, under both normal and stressed conditions, without incurring unacceptable
losses or risking damage to the Company’s reputation.

In order to manage liquidity risks and ensure that it has sufficient cash to match outflows expected in the
normal course of its business, the Company is doing the following:
- Intensifying efforts to collect trade receivables.
- Accessing the various financial interventions applicable to the Company under the PSRP (See Note 34)-
going concern.

The following are the contractual maturities of financial liabilities, including estimated interest payments
for loans and borrowings and excluding the impact of netting agreements.

Contractual cash flows
Less than 1 year 1 - 2 years 2- 3 years 3-5 Years Total

Non-derivative financial liabilities '000 '000 '000 '000 '000
31 December 2020

Trade and other payables 138,708,943 - - - 138,708,943
Loans and borrowings 8,854,317 6,774,905 5,084,507 5,509,493 26,223,222

------------------- ---------------- ---------------- ---------------- -------------------
147,563,260 6,774,905 5,084,507 5,509,493 164,932,165
========== ======== ======== ======== ===========

31 December 2019 Less than 1 year 1 – 2years 2 -3 years  3 – 5 years Total
'000 '000 '000 '000 '000

Trade and other payables 118,048,214 - - - 118,048,214
Loans and borrowings 3,233,539 6,292,503 23,107,638 423,797 33,057,477

------------------- ---------------- ---------------- ---------------- -------------------
121,281,753 6,292,503 23,107,638 423,797 151,105,691
========== ======== ======== ======== ===========
















